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STATEMENT OF THE CHAIRMAN 


There has long been a general consensus that the large and rapidly 
growing pension trust funds offer a great potential for bringing new 
and substantial sources of investment capital into the financing of new 
housing construction. 

There has been a great deal of public discussion as to the desira- 
bility of developing a practicable means for facilitating the investment 
of some substantia] portion of the assets of such private pension trust 
funds in housing. Thus far, however, such public discussion has been 
accompanied by little. if any, effective action to accomplish this desir- 
able objective. 

In 1950, the Congress enacted amendments to title VIL of the 
National Housing Act, as amended (the so-called yield insurance title 
originally enacted in 1948), which it was hoped might afford an Oppor- 
tunity for the eventual development of a form of investment security 
which would make it possible for new sources of substantia] amounts 
of investment capital to supply the financing for needed rental housing 
construction. 

In 1954, in connection with the continuation of the present FHA 
title VI, the Coneress requested that every effort be made by the ad- 
ministering officials to develop a feasible program thereunder, and. 
during the consideration of last year’s housing bill by the Committee 
on Banking and Currency, this problem was again brought to our 
attention. 

No projects and no Operating program have been developed under 
the present FHA title VII. In line with the 1954 request of the Con- 
gress that every effort bemade to develop a feasible program thereunder, 
I am informed that the Federal Housing Administration has devoted 
» very practicable effort to this challenging task. In the interest of 
fairness, therefore, it should probably be said. without any reservation 
or qualification, that the fact that’ these efforts did not result in a 
successful operating program is not due to any fault, failure or lack of 
interest on the part of the FHA. I am informed that Mr. Louis J. 
Fellenz, while Director of FHA’s Multifamily Housing Division, and 
with every encouragement from FHA Commissioner Norman P. 
Mason, explored fully every practicable Possibility for placing the 
present FHA title VIL on ul Operating basis. Thus, it seems clear 
that the basic difficulty rests in the present law. and that no amount 
of effort on the part of FHA can overcome such a basic difficulty, 

As a result of these circumstances, | came to the conclusion that the 
Subcommittee on Housing could Perform a useful public service by 
undertaking a study and inquiry as to the development of a suitable 
means for making it possible for private Pension trusts. college endow- 
ments, and similar funds to place a greater Proportion of their in- 
creasing assets in housing investments. So that the Subcommittee 
on Housing would be able to obtain specific comments and recom- 
mendations, rather than general and theoretical discussion, I felt it 
would be best to have developed for our use a definitive legislative 
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proposal which could serve as a basis for agreement on a form of invest- 
ment security, tailored to the specific needs and customs of private 
pension trusts and similar funds, which would afford a real and prac- 
ticable opportunity for these substantial sources of investment capital 
to supply funds for the financing of rental housing. 

Such a definitive legislative proposal has now been prepared and 
reviewed by the members of the staff of the Housing Sube ‘committee, 
and, together with a summary explanation of its provisions, is included 
in this committee print. In the development of this legislative pro- 
posal, we have had the assistance of the Honorable B. T. Fitzpatrick, 
formerly the Deputy Administrator and General Counsel of the Hous- 
ing and Home Finance Agency, who for many years worked with the 
Banking and Currency Committees of the Senate and the House of 
Represet ntatives in developing most of our present housing legislation. 
The technical assistance he has rendered to the Subcommittee on 
Housing is gratefully acknowledged. 

Like any other bill introduced in the Congress, this legislative 
proposal is, of course, subject to refinement as a result of public dis- 
cussion and public committee hearings as to its details. I am satisfied 
that it could provide a practicable means for the accomplishment of 
the desired objective; i. e., the development of a form of investment 
security, better suited than a real-estate aula to the needs of 
some substantial sources of capital investment, which would make it 
possible for these sources of investment capital to supply funds for 
the financing of needed rental housing. I am confident, also, that 
beneficial results will obtain from constructive consideration and dis- 
cussion of this definitive legislative proposal by individuals, organiza- 
tions and institutions experienced in various phases of the problem, 
including private pension trusts, endowment funds of educational 
institutions, investment bankers who distribute securities of the type 
contemplated in the legislative proposal, commercial banks which 
purchase such securities for their own accounts, real-estate developers 
and managers, mortgage bankers, mayors and other city officials, 
including local urban redeve lopme nt officials who undoubtedly have a 
very direct interest in any such proposal, public interest organizations, 

various individuals whose opinions in matters of housing and home 
finance are widely respected, and, of course, the various interested 
Federal agencies. 

From the comments and recommendations which we receive from 
these individuals, groups, organizations, and agenies, and our evalua- 
tion of the same, the Subcommittee on Housing will determine the 
future course of action which it feels should be taken in this important 
area. 


ALBERT RaAINs, 
Chairman, Subcommittee on Housing, 
Committee on Banking and Currency. 
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SuMMARY EXPLANATION OF THE INSURED DEBENTURE FINANCING 
BIL 


PURPOSE 


The bill would permit the development of a form of investment 
ecurity, better suited than a real-estate mortgage to the needs of 
substantial sources of investment capital (such as pension trusts, 
college endowments, and similar funds), which, in the past, have not 
placed any substantial portion of their assets in housing investments. 
Thus, the bill is designed to make it possible for these sources of in- 
vestment capital to supply funds to finance needed rental housing. 
The large and rapidly growing pension trusts, for example, represent 
perhaps the greatest single potential for bringing new investment 
capital into the financing of such housing. 

The Twentieth Century Fund has estimated that such funds now 


may amount to as much as $30 bilhon. with an annual rate of growth 


(which is accelerating) that currently may be as high as $34 billion a 
vear. Especially during the current period of pension trust reserve 
building, when annual income greatly exceeds annual payment require- 
ments, the trustees of these funds must actively seek out suitable long- 
term investments. However (except for such pension trusts as are 
handled by life insurance companies), less than 1 percent of their assets 
are et in real estate mortgages. This may be contrasted with 
the ratios of assets in real-estate mortgages obtaining among four 
prince ss al current sources of housing investment, namely: savings and 
loan associations with about 85 percent, mutual savings banks with 
about 56 percent, life insurance companies with about 32 percent, and 
commercial banks with about 4% percent. 

Since a major portion of the assets of pension trusts, college endow- 
ments, and similar funds are invested in bonds, a similar form of in- 
vestment security for housing could be attractive and suitable for 
these funds. Such a form of investment security can readily be pro- 
vided through serial debentures, the principal of, and the interest on 
which are payable from and secured by a first pledge of and lien upon 
(1) the net income from a rental housing project and (2) FHA insur- 
ance benefits similar to those currently available through FHA for 
housing investment securities in the form of mortgages. 


SELF-SUSTAINING PROGRAM 


The bill strikes out all of the present title VII of the National 
Hiousing Act, as amended (the so-called vield insurance title which 
has been in effect since 1948, but under which no projects have been 
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insured), and inserts a new title VII to be known as insurance for 
debenture financing of rental housing projects. The bill contemplates 
a self-sustaining program similar to the present self-sustaining FHA 
programs of mortgage insurance for rental housing. The pur- 
pose of the new title is to increase the supply of investment capital 
available for the financing of needed rental housing. It does so by 
extending to debentures, issued by developers to obtain the required 
financing for rental housing projects, insurance benefits similar to 
those currently available through the FHA for mortgages made by 
developers for the same purpose. In brief, this bill recognizes that 
debentures can provide a form of investment specifically adapted to 
the needs of some sources of substantial amounts of investment capital. 


INSURANCE COVERAGE 


In connection with eligible rental housing projects, the Federal 
Housing Commissioner would be authorized to insure and to make 
commitments to insure an annual payment (called an annual deben- 
ture amortization and interest payment) in an amount sufficient to 
pay the annual installments of the principal of and the interest on 
debentures issued by a developer in a principal amount of not to 
exceed 90 percent of the amount the Commissioner estimates will be 
the established investment when the project is completed. Such 
debentures would be required to mature serially over a period of not 
to exceed 40 vears, and to bear interest at such rate, not exceeding 5 
yercent per annum as, after consultation with the Secretary of the 
[reasurv, the Commissioner shall fix in the commitment or insurance 
contract. 

The developer would thus be permitted to issue debentures in 
principal amount up to not to exceed 90 percent of the amount which 
the Commissioner estimates will be the established investment when 
the project is completed, which is the same ratio as obtains in the 
regular FHA mortgage insurance programs for rental housing, pur- 
suant to a schedule for principal and interest payments, approved 
by the FHA, under which the amount required by such schedule to 
be paid on account of principal and interest in any vear may not ex- 
ceed the amount of the FHA insured annual debenture amortization 
and interest payment. (In the case of armed services housing, upon 
a certification to the Commissioner by the Secretary of Defense, 
the insurance benefits available under this title for debentures may 
be extended to the low bidder for the armed services housing in lieu 
of the insurance benefits currently available for mortgages for such 
purpose. In such case, the debentures may be issued in principal 
amount up to not to exceed 100 percent of the low bid, which is the 
same ratio as obtains under the present FHA title VIII mortgage 
insurance program for armed sateen housing. Also, in the case of a 
housing cooperative with 50 percent or more members who are vet- 
erans the permitted ratio for debentures would be 95 percent, which 
is the same ratio as obtains under the FHA section 213 mortgage 
insurance program for veteran cooperatives. See also Ratios for 
Armed Services Housing and Cooperatives, infra, p. 7.) 
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PREVENTION OF ‘‘WINDFALLS’’; COST CERTIFICATION 

The actual costs incurred in the development and construction of a 
project must be certified by the developer and approved by the FHA 
as in the case of its mortgage insurance programs for rental housing, 
and the debentures may not exceed the permitted statutory ratios of 
such costs, as so certified and approved by FHA. The possibility of 
developers obtaining so-called windfalls is thus eliminated by cost 
certification requirements similar to those successfully employ ed in the 
FHA mortgage insurance programs as a result of congressional action 
in 1954. The bill also provides that, if a developer receives any pre- 
mium in connection with the sale of the debentures, such premium 
must be applied to the payment of interest during construction. 


PROHIBITIONS AGAINST USE FOR HOTEL PURPOSES 


The provisions of section 513 of the National Housing Act, as 
amended, designed to prevent the use of FHA assisted multifamily 
housing for hotel purposes are made applicable to housing which FHA 
assists pursuant to this new title. 


DURATION OF INSURANCE CONTRACT 


No insurance contract may extend for more than 40 years from the 
date construction of the project a completed, or beyond the close of 
the operating year during which (1) the last payment of the principal 
and interest on the debentures is oe and payable, or (2) such de- 
bentures, together with the interest thereon, are fully paid and retired 
in accordance with the terms thereof, whichever shall first occur. 
The developer, by notice of FHA, may terminate an insurance con- 
tract at the close of any operating year if he submits to FHA a cer- 
tification by the holders of the debentures, or the trustee for such 
holders, that provision has been made for the payment of the prin- 
cipal of and the interest on such debentures in accordance with the 
terms thereof. 


ASSIGNMENT OF INSURANCE BENEFITS FOR PROTECTION OF DEBENTURE 
HOLDERS 


If any payments are made by the FHA pursuant to the insurance 
contract, they must be ¢ applied to the payment of the principal of and 
interest on the debentures. The insurance benefits may be assigned 
by the developer to a trustee for the holders of the debentures and, 
if so assigned, any payments which may be made by the FHA can be 
paid directly to the trustee for application to the payment of the 
principal of and interest on the debentures. Any successor in interest, 
assignee, purchaser or other transferee of the developer’s rights €title 
and interest in any such project must expressly assume all of the 
provisions of the insurance contract and be substituted thereon as 
the developer for all of the provisions and purposes of such contract. 
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STABILITY OF PROJECT REVENUES 


The bill requires that the rents for the dwellings in any project must 
be established in accordance with a schedule, approved by the FHA, 
which affords reasonable assurance that the rents established there- 
under are not lower than necessary, together with all other income 
estimated to be derived from the project, to produce reasonably stable 
revenues sufficient to provide for the payment of all operating expenses, 
the payment, when due, of the principal of and interest on the deben- 
tures, and a reasonable annual return to the developer. 


PREPAYMENT OF DEBENTURES; INVESTMENT OF PROJECT FUNDS 


Any project net income above that required in any year for principal 
and interest payment on the debentures in accordance with the sched- 
ule of maturities may, of course, be applied to call and prepay such 
debentures in inverse order of maturities. Any reserve funds of a 
project, or other project funds not required to meet current expendi- 
tures, may be invested in debentures. 


ANNUAL FINANCIAL AND OPERATING STATEMENTS 


The bill requires that each developer under an insurance contract, 
after the close of each operating year, must submit to FHA for ap- 
proval a financial and operating statement covering such operating 
year. If any such statement is not submitted, or, for proper cause, 
is not approved by FHA and such condition continues for more than 
30 days after notice thereof from FHA, the FHA is entitled to remove 
all directors and officers of the developer and to appoint or elect 
directors and officers of its own choosing, or otherwise (in such a 
manner as is satisfactory to FHA) to take over control of the project, 
and all funds belonging thereto, until such condition is corrected. 
The bill also provides that (as in the case of FHA programs of mortgage 
insurance for rental housing) FHA may require the developer, during 
the period the insurance is in force, to be regulated or restricted as to 
rents, charges, capital structure, rate of return and methods of opera- 
tion, and, for such purpose, the FHA may make contracts with, and 
acquire (for not to exceed $100) stock in, a developer in order to render 
effective such regulation or restriction. 


PAYMENT OF CLAIMS 


If in any operating year the project net income (i. ¢., income re- 
maining after the payment of all operating expenses, including pay- 
ments to reserve funds) is less than the amount of the insured 
debenture amortization and interest payment, the FHA, upon sub- 
mission by the developer of a claim for such difference and proof of 
the validity of such claim in cases where the project is held by the 
developer (or promptly after the close of the operating year in any 
cases where the project has been acquired and is held by the FHA), 
must pay to the developer, or to the trustee for the holders of the 
debentures, in cash, the amount of such difference. Any such pay- 
ment must be applied to the payment of the principal of and the 
interest on such debentures. Unless the amount of such difference is 
supplied by the developer in cash and so applied, the developer must 
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submit the claim and proof of the validity thereof to the FHA. 
Payments made by the FHA on account of such surance contracts 
are made out of the debenture financing insurance fund, but such 
payments are fully and unconditionally guaranteed by the United 
States. All expenses of FHA in administering the program are also 
paid out of the debenture financing insurance fund. 


ACQUISITION BY FHA IF CLAIMS ARE EXCESSIVE 


If the aggregate of the amounts paid by the FHA under any such 
insurance contract at any time equal or exceed 10 percent of the total 
investment in the project as certified by the developer and approved 
by the FHA, thereafter the FHA has the right, after giving due notice, 
to acquire the project. To assure that title will be conveyed to FHA 
in any such case, the bill requires that the developer must establish 
that the project is free and clear of all liens and that there are no out- 
standing unpaid obligations contracted in connection with the project 
(except the debentures, taxes, and such other liens as FHA approves), 
and that title to the project is held by a trustee (satisfactory to FHA) 
under an agreement authorizing and directing such trustee to hold 
such title until the debentures, together with the interest thereon, are 
fully paid and retired in accordance with the terms thereof, or, upon 
receipt of the required notice from FHA, to convey title to the project 
to the FHA. The ac quisition of a project by FHA in any such case 
does not affect the obligation of FHA to apply the net income derived 
from the project to the payment of the principal of and interest on the 
debentures, or, if such net income is insufficient for such purpose, to 
pay the difference between the amount such net income and the 
amount of the insured annual debenture amortization and interest 
payment to the trustee for the holders of the debentures for application 
to the payment of the principal of the interest on the debentures. 


DISPOSITION OF PROJECTS ACQUIRED BY FHA 


When FHA disposes of any acquired project, the purchaser or lessee 
thereof must expressly assume all of the provisions of the insurance 
contract and is substituted thereon as the developer for all provisions 
and purposes thereof unless, prior to such sale, the purchaser submits 
to FHA a certification by the holders of the debentures (or the trustee 
for such holders) that provision has been made for the payment of the 
principal of and the interest on such debentures in accordance with 
the terms thereof. rom the amount realized on the disposition of 
any project acquired by FHA there is deducted an amount equal to 

) all payments made by FHA under its insurance contract on account 
3 the insured annual debenture amortization and interest payment 
and (2) all expenses incurred by FHA in handling and disposing of the 
project. Any balance remaining is paid to the developer from whom 
the project was acquired by FHA. 


DEBENTURE FINANCING INSURANCE FUND 


bill establishes a debenture financing insurance fund in the 
FHA for carrying out the provisions of the title, and for administra- 
tive expenses in connection therewith. To start such fund, the 
Secretary of the Treasury is authorized to make available up to $10 
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million (i. e., the same amount as was available to start the insurance 
fund under the old title VII). The bill provides that the Treasury 
shall be reimbursed by FHA, not only for the funds made available 
under the new title VII, but also for the funds made available under 
the old title VII pursuant to which no projects were insured. The bill 
contains provisions for insurance premiums and for application and 
inspection fees similar to those obtaining in the case of FHA mortgage 
insurance programs for rental housing. All such premiums and ‘fees 

are deposited to the credit of the debenture financing insurance fund. 


AVOIDANCE OF MISREPRESENTATION AS TO SCOPE OF INSURANCE 


To assure that there can be no misrepresentation as to the scope 
and nature of the FHA insurance and also to facilitate the marketing 
of debentures at the best price, the bill requires that each debenture 
issued in connection with a project covered by an insurance contract 
must contain on its face a statement, accurately reciting the scope 
and nature of the insurance, in substantially the following form: 


This debenture is one of an authorized issue of 


_... (______._) debentures of like date, tenor and denomina- 
tion, except as to dates of maturity, in the aggregate principal 
amount of _- i _ dollars ($____....) numbered from 

a ee _.., both inclusive, issued by the 


: Corporation to finance the development and 

construction of a rental housing project known as 
abies Ath ea and located in the city of - 

a ee _. The principal of and the inte rest 
on this debenture and all other debentures of said issue are 
payable from, and are secured by an irrevocable pledge of 
and first lien upon, (1) the net income of said housing project, 
and (2) any payments made by the Federal Housing Com- 
missioner on account of the insured annual debenture amorti- 
zation and interest payment under an insurance contract 
duly made by said Commissioner with said corporation in 
connection with said housing project pursuant to title VII 
of the National Housing Act, as amended. Under said 
insurance contract, the Federal Housing Commissioner has 
isured an annual debenture amortization and _ interest 
payment in respect of said housing project the amount of 
which is at least equal to the amount of the principal of and 
the interest on the debentures of said authorized issue becom- 
ing due and payable in any operating year. If, in any 
operating year, the income from said housing project re- 
maining after the payment of all proper expenses of operating 
and maintaining said housing project (including the estab- 
lishment and maintenance of reserve funds), as approved by 
the Federal Housing Commissioner, is less than the amount 
of the insured annual debenture amortization and interest 
payment, said Commissioner (upon submission by the cor- 
poration or other holder of said housing project of a claim 
for such difference and proof of the validity of such claim if 
said housing project is not held by the Commissioner, or 
promptly after the close of such operating vear if said housing 
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project shall have been acquired and is held by the Commis- 
sioner) is obligated to pay said corporation or to the trustee 
for the holder or holders of such debentures the amount of 
such difference for application to the payment of the principal 
of and the interest on such debentures. Unless the amount 
of any such difference is supplied by the corporation or other 
holder of said housing project in cash and so applied, such 
corporation or other holder is required to submit such claim 
and proof of the same to the Federal Housing Commissioner. 
Any such payments by said Commissioner are to be made in 
cash and are payable out of the debenture financing insurance 
fund established pursuant to title VII of the National Hous- 
ing Act, as amended, which fund is primarily liable therefor, 
but such payments are fully and unconditionally guaranteed 
by the United States and, for such purpose, the faith and 
credit of the United States is solemnly pledged to such pay- 
ments. In the event that the debenture financing insurance 
fund fails to make any such payment, the Federal Housing 
Commissioner is authorized and directed to pay the amount 
thereof, which amount is authorized to be appropriated, out 
of any money in the Treasury not otherwise appropriated. 
Such payments are not subject to any setoff or counterclaim 
to which the United States might otherwise be entitled. 


LOAN RATIOS FOR ARMED SERVICES HOUSING AND COOPERATIVES 


Upon a certification to the Federal Housing Commissioner by the 
Secretary of Defense or his designee the insurance benefits under this 
title may be made available, in lieu of the insurance benefits available 
under title VIII of the National Housing Act, as amended, to the 
lowest bidder with whom the Secretary of Defense or his designee is 
contracting, pursuant to section 403 of the Housing Amendments of 
1955, as amended, for the construction of housing on lands owned or 
leased by the United States and situated on or near a military reser- 
vation or installation which is needed for military personnel of the 
armed services assigned to duty at such reservation or installation. 
In such case, the debentures issued by such lowest bidder as the 
developer and to be covered as to the annual installments of principal 
and interest by the insurance could be in the amount of 100 percent 
of the bid of such lowest bidder (i. e., the same ratio as now obtains 
in the case of ae insurance for armed services housing under 
title VIII of the National Housing Act, as amended), and such in- 
surance would be charged against the title VIII insurance authoriza- 
tion which is available exclusively for armed services housing. Also 
(as in the case of tithe VIII insurance where the Federal Housing 
Commissioner may require the Secretary of Defense to guarantee the 
armed services housing mortgage insurance fund against loss on ac- 
count of the mortgage insurance), the Federal Housing Commissioner 
may require the Secretary of Defense to guarantee the title VII 
debenture financing insurance fund against loss on account of the 
insurance in connection with the debentures. 

The bill also contains the necessary technical amendments to 
sections 403 and 405 of the Housing Amendments of 1955, as amended, 
so that, if the insurance benefits of the title are made available, the 
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housing will be treated as armed services housing as would be the 
case if mortgage insurance under title VIII were used (i. e., placing 
each unit under the control of the Secretary of Defense as soon as it 
is available for occupancy, transfer of stock of the developer-corpora- 
tion to the Secretary of Defense upon project completion, maintenance 
and operation of the housing as public quarters, guaranty, payment 
of principal and interest payments, etc.), Also, the special authori- 
zation for the Federal National Mortgage Association to make ad- 
vance commitments to purchase mortgages insured under title VIII, 
contained in section 402 of the Housing Amendments of 1955, would 
be made available for advance commitments to purchase debentures 
issued for armed services housing for which a commitment to insure 
or an insurance contract was executed under title VII. 

If the developer is a nonprofit housing cooperative with 50 percent 
or more veteran membership, the debentures to be issued and covered 
as to principal and interest by the insurance benefits may be in the 
amount of 95 percent of the amount which the Commissioner — 
will be the established investment when the project is completed (i. 
the same ratio as obtains in the case of mortgage insurance for veteran 
cooperatives under sec. 213 of the National Housing Act, as amended). 


INCONTESTABILITY CLAUSE 


The bill contains the usual provision as to the incontestability of any 
insurance contract except for fraud or material misrepresentation. 


INSURANCE AUTHORIZATION 


The aggregate amount of contingent liabilities authorized to be out- 
standing at any one time pursuant to the new title VII is $1 billion 
(i. e., the same insurance authorization available under the old FHA 


title VII). 
FNMA AUTHORIZATION FOR PURCHASES AND COMMITMENTS 


The bill contains provisions which, in respect. to debentures covered 
by an FHA insurance commitment or contract made under the new 
title VII, would authorize the Federal National Mortgage Association 
to exercise its powers to purchase and, upon authorization therefor b 
the President, to make commitments to purchase such dabentuitn 
and would vest in the President powers in respect of authorizing 
FNMA to make commitments to purchase such debentures in all 
respects identical to the powers already vested in the President in 
connection with authorizing FNMA to make commitments to purchase 
Government insured or guaranteed mortgages. In respect of such 
debentures, FNMA and the President would thus have precisely the 
same powers as they have in respect of Government insured or guar- 
anteed mortgages. Also, FNMA would be authorized to exercise its 
powers in respect of the revolving fund for cooperatives under section 
305 (c) of the National Housing Act, as amended, to make advance 
commitments to purchase such debentures when issued by a housing 
cooperative to the same extent as in the case of advance commitments 
to purchase FHA insured mortgages made by housing cooperatives. 
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Drarr Bitt ror THE INsurED DesBenturE Financine Act 
A BILL To amend the National Housing Act, as amended, and for other purposes, 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the National Housing 
Act, as amended, is hereby amended by striking out all of title VII 
and inserting in lieu thereof the following: 


“TITLE VII—INSURANCE FOR DEBENTURE FINANCING 
OF RENTAL HOUSING PROJECTS 


“PURPOSE 


“Sic. 701. The purpose of this title is to increase the supply of 
investment capital available for the financing of rental housing 
projects by extending to debentures issued by “developers of rental 
housing projects to obtain financing required therefor imsurance 
benefits similar to those currently available for mortgages made by 
developers for the same purpose, recognizing that debentures can 
provide a form of investment better suited to the needs of some sources 
of substantial amounts of investment capital. 


“AUTHORITY TO INSURE 


“Suc. 702. (a) The Commissioner, upon application by a developer, 
is authorized to insure, and, prior to the execution of insurance con- 
tracts, to make commitments to insure, an annual payment (herein- 
after called the ‘annual debenture amortization and interest pay- 
ment’) in an amount sufficient to pay the annual installments of the 
principal of and the interest on debentures issued by a developer to 
obtain a loan of not to exceed 90 per centum of the amount which the 
Commissioner estimates will be the established investment when the 
project is completed: Provided, That such debentures shall be serial 
debentures, shall be payable over such period, not exceeding forty 
years, as shall be satisfactory to the Commissioner, and shall bear 
interest at such rate, not exceeding 5 per centum per annum, as, after 
consults ition with the Secretary of the Treasury or his designee for 
such purpose, the Commissioner shall fix in the commitment to insure 
or in the insurance contract: And provided further, That, upon the 
certification to the Commissioner by the Secretary ‘of Defense or his 
designee that there are being exercised the powers granted by section 
403 of the Housing Amendments of 1955, as amended, to enter into a 
contract with an eligible bidder to provide for the construction of 
urgently needed housing on lands owned or leased by the United 
States and situated on or near a military reservation or installation 
for the purpose of providing suitable living accommodations for mili- 
tary personnel of the armed services assigned to duty at such military 
reservation or installation, and that, to finance the construction of 
such urgently needed housing, such eligible bidder desires to utilize 
the insurance benefits available under this title in lieu of the insurance 
benefits available under Title VIII of this Act, as amended, then, in 
such event (i) such eligible bidder, in respect of such urgently needed 
housing, shall be a ‘developer’ as such term is used in and for all of 
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the purposes and provisions of this title, (ii) the debentures issued 
by such eligible bidder as the developer in respect of such urgently 
needed housing and to be covered as to the annual installments of the 
principal thereof and the interest thereon by the annual debenture 
amortization and interest payment provided for in section 702 (a) 
hereof may be in an amount not to exceed the bid of such eligible 
bidder for such urgently needed housing pursuant to section 403 of the 
Housing Amendments of 1955, as amended, (iii) the contingent lia- 
bility under the commitment to insure or the insurance contract witb 
such eligible bidder as the developer in respect of such urgently 
needed housing shall be charged to the insurance authorization pro- 
vided in section 803 (a) of this Act, as amended, and (iv) if the Com- 
missioner does not concur in the housing need in respect of such 
housing as certified by the Secretary of Defense or his designee, the 
Commissioner may require the Secretary to guarantee the Debenture 
Financing Insurance Fund from loss with respect to the insurance in 
connection with the debentures issued for such housing, and there are 
hereby authorized to be appropriated such sums as may be necessary 
to provide for payments to meet losses arising from such guarantee: 
And provided further, That, if the developer is a nonprofit cooperative 
ownership housing corporation or nonprofit cooperative ownership 
housing trust the permanent occupancy of the dwelling of which is 
restricted to the members of such corporation or to the beneficiaries of 
such trust and if at least 50 per centum of the membership of such 
corporation or the number of the beneficiaries of such trust consists 
of veterans as defined in the last proviso of section 213 (b) (2) of this 
Act, as amended, the debentures issued by such developer and to be 
covered as to the annual installments of principal thereof and the 
interest thereon by the annual debenture amortization and interest 
payment provided for in section 702 (a) hereof may be in an amount 
of not to exceed 95 per centum of the amount which the Commissioner 
estimates will be the established investment when the Project is 
completed. 

“(b) No insurance contract made pursuant to this title shall extend 
for more than forty vears from the completion date of the project to 
which it relates or, in any event, beyond the close of the operating 
year (i) during which the last payment of the principal of and the 
interest on the debentures issued in connection with such project is 
due and payable, or (ii) during which such debentures, together with 
the interest thereon, are fully paid and retired, whichever shall first 
occur. 

Any commitment to insure and any insurance contract made 
pursuant to this title shall require that, in respect of the project to 
which such commitment or insurance contract relates— 

(1) The schedule for the payment of the principal of and the 
interest on such debentures (which schedule shall be subject to 
the approval of the Commissioner) shall be such that the amount 
required by such schedule to be paid on account of such principal 
and interest in any year shall not exceed the amount of the annual 
debenture amortization and interest payment; 

“(2) Any payments made by the Commissioner on account of 
the annual debenture amortization and interest payment pur- 
suant to the insurance contract shall be paid to the developer or 
to the trustee for the holder or holders of the debentures for 
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application to the payment of the principal of and the interest 
on such debentures; 

(3) The developer shall agree, for the benefit of the Commis- 
sioner and of the holder or holders of such debentures, to require 
that any successor in interest, assignee, purchaser or other 
transferee of the developer’s rights, title and interest in and to 
the project shall expressly assume all of the provisions of such 
commitment or insurance contract and shall be substituted 
thereon as the developer for all the purposes and provisions 
thereof. 

(4) Each such debenture shall contain on its face substantially 
the following statement: 

‘“¢This debenture is one of an authorized issue of 


(____.___) debentures of like date, tenor and denomination, 
except as to dates of maturity, in the aggregate principal amount 
OP idiot __... dollars ($ ........) numbered from -_------ 
to , both inclusive, issued by the bes it 


Corporation to finance the developme nt and construction of a 
rental housing project known as ____._-_-_---- and located in 
the City of , _.., State of ‘ Lien Te 
principal of and the interest on this debenture and all other 
debentures of said issue are payable from, and are secured by an 
irrevocable pledge of and first lien upon, (1) the net income of 
said housing project, and (2) any payments made by the Federal 
Housing Commissioner on account of the annual debenture 
amortization and interest payment under an insurance contract 
duly made by said Commissioner with said Corporation in con- 
nection with said housing project pursuant to Title VII of the 
National Housing Act, as amended. Under said insurance con- 
tract, the Federal Housing Commissioner has insured an annual 
debenture amortization and interest payment in respect of said 
housing project the amount of which is at least equal to the 
amount of the principal of and the interest on the debentures of 
— authorized issue becoming due and payable in any operating 
vet If, in any operating year, the income from said housing 
project remaining after the payment of all proper expenses of 
operating and maintaining said housing project (including the 
establishment and maintenance of reserve funds), as approved 
by the Federal Housing Commissioner, is less than the amount 
of the annual debenture amortization and interest payment, said 
Commissioner (upon submission by the Corporation or other 
holder of said housing project of a claim for such difference and 
proof of the validity of such claim if said housing project is not 
held by the Commissioner, or promptly after the close of such 
operating year if said housing project shall have been acquired 
and is held by the Commissioner) is obligated to pay to said 
Convinadiin or to the trustee for the holder or beblees of such 
debentures the amount of such difference for application to the 
payment of the principal of and the interest on such debentures. 
Unless the amount of any such difference is supplied by the Cor- 
poration or other holder of said housing project in cash and so 
applied, such Corporation or other holder is required to submit 
such claim and proof of the same to the Federal Housing Commis- 
sioner. Any such payments by said Commissioner are to be made 
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in cash and are payable out of the Debenture Financing Insurance 
Fund established pursuant to Title VII of the National Housing 
Act, as amended, which Fund is primarily liable therefor, but such 
payments are fully and unconditionally guaranteed by the United 
States and, for such purpose, the faith and credit of the United 
States is solemnly pledged to such payments. In the event that 
the Debenture Financing Insurance Fund fails to make any such 
payment, the Federal Housing Commissioner is authorized and 
directed to pay the amount thereof, which amount is authorized 
to be appropriated, out of any money in the ‘Treasury not other- 
wise appropriated. Such payments are not subject to any set-off 
or counterclaim to which the United States might otherwise be 
entitled.’ 

“(5) The rents for the dwellings in the project shall be established 
in accordance with a schedule which shall be approved by the 
Commissioner, and that, prior to approving the initial rent 
schedule or any subsequent rent schedule pursuant to this sub- 
section, the Commissioner shall find that such schedule affords 
reasonable assurance that the rents established thereunder are 
not lower than necessary, together with all other income estimated 
to be derived from the project, to produce reasonably stable 
revenues sufficient to provide for the payment of all operating 
expenses, the payment, when due, of the principal of and the 
interest on all such debentures, and a reasonable annual return 
to the developer; 

“(6) If the developer receives any premium in connection with 
the sale of such debentures, the developer shall agree to apply the 
same to the payment of interest during construction; and 

“(7) The developer shall establish, in a manner satisfactory to 
— eve (i) that the project is free and clear of liens 
and that there are no outstanding unpaid obligations contracted 
in connection with the project, except debentures, taxes, and 
such other liens or obligations as may be approved or prescribed 
by the Commissioner, and (ii) that such title to the project is 
held by a trustee satisfactory to the Commissioner under an 
agreement, in such form as shall have been approved by the 
Commissioner, authorizing and directing such trustee, to hold 
such title until the debentures, together with the interest thereon, 
are fully paid and retired in accordance with the terms thereof, 
or, after receipt of notice from the Commissioner as provided for 
in section 709 hereof, to convey the title to the project to the 
Commissioner at the time and in the manner provided for in 
said section 709. 

“(d) The Commissioner may, in his discretion, require the devel- 
oper, so long as the insurance contract remains in force, to be regulated 
or restricted as to rents, charges, capital structure, rate of return and 
methods of operation, and, for such purpose, the Commissioner may 
make such contrac ts with, and acquire (for not to exceed $100) such 
stock or interest in, any such developer as the Commissioner shall 
deem necessary to render effective such regulation or restriction. 

“(e) Nothing in this title shall be construed as preventing the 
developer from applying, or agreeing to apply, any income, not other- 
wise required pursuant to this title to be : applied to other purposes, to 
the payment of the principal of and the interest on the debentures 
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issued in connection with the project, or from investing reserve funds 
of the project or other project funds not required for current expendi- 
ture in debentures. 

“(f) The aggregate amount of contingent liabilities outstanding at 
any one time under commitments to insure and msurance contracts 
made pursuant to this title shall not exceed $1,000,000,000. 


‘“ASSIGNMENT OF INSURANCE BENEFITS 


“Sec. 703. Notwithstanding any other provisions of this Act or of 
any other law, the developer may assign, pledge or otherwise transfer 
any or all claims or other benefits under any commitment to insure or 
insurance contract made pursuant to this title to an assignee, pledgee, 
or other transferee, including the holders (or the trustee for such 
holders) of any debentures issued by the developer to obtain the 
financing required for the dev elopment and construction of the project 
to which such commitment to insure or insurance contract re ‘lates, and 
the Commissioner shall pay claims in accordance with the provisions 
of this title to any such assignee, pledgee, or other transferee. 


**INCONTESTABILITY 


“Sec. 704. Any commitment to insure and any insurance contract 
made by the Commissioner pursuant to this title shall be conclusive 
evidence of the eligibility of the project and the developer for such 
insurance, and the validity of any such commitment to insure or 
insurance contract shall be incontestable, except for fraud or material 
misrepresentation. 

“PREMIUMS 


“Src. 705. For insurance granted pursuant to this title the Com- 
missioner shall fix and collect a premium charge in an amount not 
exceeding one-half of 1 per centum of the principal amount of the 
debentures issued by the developer and outstanding as of the first day 
of the operating year for which such premium charge is payable. 
Such premium charge shall be payable annually in advance by the 
developer in cash. 

““FEES 


“Sec. 706. With respect to each application for insurance submitted 
pursuant to this title, the Commissioner is authorized to charge and 
collect reasonable fees for examination, and for inspection during the 
construction of the project: Provided, That such fees shall not aggre- 
gate more than one-half of 1 per centum of the amount estimated to 
be the established investment for the project as stated in the applica- 
tion submitted to the Commissioner. 


“"FINANCIAL STATEMENTS 


“Sec. 707. The Commissioner shall eer that, after the close of 
each operating year, each developer under each insurance contract 
made pursuant to this title shall submit to bia for approval a financial 
and operating statement, in such form as shall have been prescribed 
by the Commissioner, covering such operating year. The Commis- 
sioner shall require the de -veloper to agree that, if any such financial 
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and operating statement shall not have been submitted, or, for proper 
cause, shall not have been approved by the Commissioner and such 
condition shall continue for more than thirty days after the date of the 
receipt by the developer of written notice from the Commissioner of 
such fact and (in any case where any such statement shall not have 
been so approved) a written statement by the Commissioner of the 
proper cause for which such approval was withheld, the Commissioner 
shall be entitled to remove all directors and officers of the developer 
and to appoint or elect directors and officers of his own choosing, or 
otherwise (in such manner as shall be satisfactory to the Commissioner) 
to take over the control of the project and all funds belonging thereto, 
until such time as the condition shall have been corrected. 


““PAYMENT OF CLAIMS 


“Sec. 708. If in any operating year the net income of a project to 
which an insurance contract made under this title relates is less than 
the amount of the annual debenture amortization and interest pay- 
ment, the Commissioner (upon submission by the developer of a claim 
for such difference and proof of the validity of such claim in cases 
where the project is held by the developer, or promptly after the close 
of such operating year in cases where the project has been acquired 
and is held by the Commissioner pursuant to section 709 hereof) 
shall pay to the developer or to the trustee for the holders of the 
debentures the amount of such difference for application to the pay- 
ment of the principal of and the interest on such debentures, and, 
unless the amount of such difference shall be supplied by the developer 
in cash and so applied, the developer shall, in any such case, be 
obligate d to submit such claim and proof of the same to the Commis- 
sioner. Payments made by the Commissioner pursuant to this section 
shall be made in cash and shall be payable out of the Debenture 
Financing Insurance Fund which shall be primarily liable therefor, but 
such payments shall be fully and unconditionally guaranteed by the 
United States and, for such purpose, the faith and credit of the 
United States is solemnly pledged to such payments. In the event 
that the Debenture Financing Insurance Fund fails to make any such 
payment, the Commissioner shall pay the amount thereof, which is 
hereby authorized to be appropriated, out of any money in the 
Treasury not otherwise appropriated. Notwithstanding any other 
provisions of this Act or of any other law, all such payments shall not 
be subject to any set-off or counterclaim to which the United States 
might otherwise be entitled. 


“ACQUISITION OF PROJECT BY COMMISSIONER 


“Sec. 709. (a) If the aggregate of the amounts paid on account 
of an insurance contract pursuant to section 708 hereof, shall at any 
time equal or exceed 10 per centum of the established investment, 
the Commissioner shall thereafter have the right, after sixty days’ 
written notice a the developer and to the trustee provided for in 
section 702 (c) ) hereof of his intention so to do, to acquire, as of 
the close of ah ts rating year, the project to which such insurance 
contract relates, and, in any such case, such trustee shall be obligated 
to convey to the Commissioner title to such project which meets the 
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requirements of the rules and regulations of the Commissioner here- 
under in force and effect on the date the commitment to insure was 
issued or the insurance contract was executed, and which shall be 
evidenced in the manner prescribed by such rules and regulations. 
In any such case, the Commissioner may, at his discretion, enter 
into such agreements with respect to deferring the exercise of his 
right to acquire the project for such period of time and upon such 
conditions as he may deem to be desirable. 

“(b) If the Commissioner shall ac quire a project pursuant to sub- 
section (a) of this section, such acquisition shall not affect the obli- 
gation of the Commissioner under the insurance contract to apply 
the net income from the project to the payment of the principal of 
and the interest on the debentures or to make payment in cash of 
the amount of the difference between the net income from the project 
in any operating year and the annual debenture amortization and 
interest as provided in section 708 hereof. 

“(¢) Notwithstanding any other provisions of law relating to the 
acquisition, handling, or disposal of real and other property by the 
United States, the Commissioner shall have power, for the protection 
of the Debenture Financing Insurance Fund, to pay out of said Fund 
all expenses or charges in connection with, and to deal with, complete, 
reconstruct, rent, renovate, modernize, insure, make contracts for the 
management of, or sell for cash or credit or lease in his discretion, in 
whole or in part, any project acquired pursuant to this title: Provided, 
That any such sale or lease shall provide that the purchaser or lessee 
of any such project shall expressly assume all of the provisions of the 
Insurance contract in respect of such project and shali be substituted 
thereon as the developer for all of the provisions and purposes thereof 
unless, prior to or upon the conveyance or lease of any such project the 
purchaser or lessee thereof shall have submitted to the Commissioner 
the certification provided for in section 711 hereof. Notwithstanding 
any other provisions of law, the Commissioner shall also have power to 
pursue to final collection by way of compromise or otherwise all claims 
acquired by, or assigned or transferred to, him in connection with the 
acquisition or disposal of any project pursuant to this title: Provided, 
That section 3709 of the Revised Statutes shall not be construed to 
apply to any contract for hazard insurance, or to any purchase or 
contract for services or supplies on account of any project acquired 
pursuant to this title if the amount of such purchase or contract does 
not exceed $1,000. 

“(]) The amount, if any, realized from any project acquired by the 
Commissioner pursuant to subsection (a) of this section, after de- 
ducting an amount equal to (1) all payments made by the Commissioner 
on account of the insured annual debenture amortization and interest 
payment under the insurance contract in respect of such project and 
(2) all expenses incurred by the Commissioner in handling, dealing 
with, and disposing of such project, shall be paid to the developer from 
whom such project was acquired by the Commissioner. 

“(e) Nothing in this title shall be construed to exempt any real 
ee rty acquired and held by the Commissioner under this title from 
taxation by any State or political subdivision thereof to the same 
extent, according to its value as other real property is taxed. 
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“INSURANCE FUND 


“Src. 710. There is hereby created a Debenture Financing Insur- 
ance Fund w hie h shall be use od by the Commissioner as a revolving 
fund for carrying out the provisions of this title and for administrative 
expenses in connection therewith. For this purpose, the Secretary 
of the Treasury shall make available to the Commissioner such funds 
as the Commissioner shall deem necessary, but not to exceed $10,- 
000,000, which amount is hereby authorized to be appropriated, out 
of any money in the Treasury not otherwise appropriated. Premium 
charges, adjusted premium charges, inspection and other fees, service 
charges, and any other income received by the Commissioner under 
this title, together with all earnings on the assets of such Debenture 
Financing Insurance Fund, shall be credited to said Fund. Subject to 
the provisions of section 708 hereof, all payments made by the Com- 
missioner on account of the annual debenture amortization and 
interest payments under insurance contracts made pursuant to this 
title, expenses incurred in connection with or as a consequence of the 
acquisition and disposal of projects acquired under this title, and all 
administrative expenses in connection with this title, shall be paid 
from said Fund. Moneys in the Debenture Financing Insurance Fund 
not needed for current operations under this title shall be deposited 
with the Treasurer of the United States to the credit of said Fund or 
invested in bonds or other obligations of, or in bonds or other obliga- 
tions guaranteed by, the United States. 

(b) Seetion 516 of this Act shall be applicable to the funds made 
available to the Commissioner pursuant to section 710 of this Act 
prior to the enactment of the Insured Debenture Financing Act, as well 
as to the funds made available to the Commissioner pursuant to 
section 710 (a) hereof after the enactment of said Act. 


‘TERMINATION OF INSURANCE CONTRACT BY DEVELOPER 


“Sec. 711. Upon sixty days’ written notice to the Commissioner of 
his intention so to do, the developer may terminate, as of the sikes 
of any operating year any insurance contract made pursuant to this 
title if, prior to the giving of such written notice, such developer shall 
have submitted to the Commissioner a certification (in such form as 
shall have been prescribed by the Commissioner) by the holder or 
holders, or the trustee for such holder or holders, of the debentures 
issued by the developer in connection with the project to which such 
insurance contract relates that provision has been made for the 
payment of the principal of and the interest on all such debentures 
in accordance with the terms thereof. 


““RULES AND REGULATIONS 


“Sec. 712. The Commissioner may make such rules and regulations 


as may be necessary to carry out the provisions of this title. 


‘DEFINITIONS 


“Src. 713. The following terms, as used in this title, shall have the 
meanings, respectively, asc ia to them below, and, unless the con- 
text clearly indicates otherwise, shall include the plural as well as the 
singular member: 
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“(a) ‘developer’ shall mean any corporation, association, trust 
or other legal entity undertaking the development, construction, 
ownership and operation and maintenance of a project and having 
all the powers necessary to enable it to comply with the require- 
ments of this title which the Commissioner (1) shall find to be 
qualified by business experience and facilities for such under- 
taking and (2) shall approve as eligible under this title. 

“(b) ‘project’ shall mean a project (including all property, 
real and personal, contracts, rights, and choses in action acquired, 
owned or held by the developer in connection therewith) to be 
developed, constructed, owned and operated and maintained by a 
developer which is designed and is to be used primarily for the 
purpose of providing dwellings the occupancy of which is per- 
mitted by the developer in consideration of agreed charges, and, 
as to which, the dwellings therein are acceptable to the Commis- 
sioner and the Commissioner is satisfied that there is in the 
locality or metropolitan area where the project is to be located a 
need for new rental dwellings at rents comparable to the rents 
proposed to be charged for the dwellings in the project: Provided, 
That nothing in this title shall be construed as prohibiting the 
inclusion in a project of such stores, ge or other commercial 
facilities, recreational or community facilities, or other non- 
dwelling facilities as the Commissioner shall determine to be 
necessary or desirable. 

“(ce) ‘debentures’ shall mean valid and binding obligations 
issued by a developer to obtain financing required for the develop- 
ment and construction of a project, the principal of and the 
interest on which obligations are payable from, and secured by a 
first pledge and lien upon, (1) the net income of the project, and 
(2) any payments made by the Commissioner on account of the 
annual debenture amortization and interest payment under an 
insurance contract made in connection with such project pursuant 
to the title. 

‘(d) ‘established investment’ shall mean the amount of the costs 
as approved by the Commissioner, incurred and certified by the 
developer in, and necessary for, carrying out all works and under- 
takings for the deve lopme nt and construction of the project and 
shall include the premium charge for the first operating vear, 
the cost of all necessary surveys, plans and specifications, archi- 
tectural, engineering or other such services, land acquisition, the 
rental under any lease pursuant to which the real property com- 
prising the site of the project is held by the developer, site 
preparation, construction and equipment; interest, taxes and 
financing expense during construction, trustee’s fees and expenses, 
administrative and organization expense, an ‘ailaenibns for con- 
tingencies, cost of performance and payment or completion bonds, 
title expenses, and a reasonable return on the funds of the devel- 
oper paid out in the course of the development and construction 
of the project, up to and including the occupancy date, and 
except for any case where the developer is an eligible bidder 
under section 403 of the Housing Amendments of 1955, as 
imended, as certified by the Secretary of Defense or his designer 
pursuant to the second proviso of section 702 (a) hereof), in cases 
where the developer is also the builder as defined by the Commis- 
sioner, an allowance for builder’s and sponsor’s profit and risk 
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(which shall be a uniform percentage of all project development 
and construction costs other than land or amounts paid to acquire 
a leasehold, and shall be prescribed by regulation of the Commis- 
sioner), and the cost of such other items as the Commissioner shall 
determine to Pr necessary for the development and construction 
of the project; (1) less the amount by which the rents and revenues 
derived from ty project up to and including the occupancy date 
exceeded the reasonable and proper expenses, as approved by the 
Commissioner, incurred by the developer in, and necessary for, 
operating and maintaining said project up to and including the 
occupancy date, or (2) plus the amount by which such expenses 
exceeded such rents and revenues, as the case may be: Provided, 
That in cases where the developer is not also the builder as defined 
by the Commissioner, there shall be included in the established 
investment and allowance for sponsor’s profit and risk, which 
shall be a uniform percentage of all project development cost 
other than (i) land or amounts paid to acquire a leasehold and 
(ii) amounts paid by the developer under a general construction 
contract. 

“(e) ‘occupancy date’ shall mean the last day of the calendar 
month in which 90 per centum in number of the dwellings in the 
project on the completion date shall have been occupied, but in 
no event later than such date as shall be prescribed by the Com- 
missioner. 

“(f) ‘operating year’ shall mean the period of twelve consecu- 
tive calendar months next following the occupancy date and each 
succeeding period of twelve consecutive calendar months, and the 
period of the first twelve consecutive calendar months next follow- 
ing the occupancy date shall be the first operating vear. 

‘““(9) ‘gross income’ for any operating vear shall mean the total 
rents and revenues and other income derived from, or in connec- 
tion with, the project during such operating vear. 

““(h) ‘operating expenses’ for any operating vear shall mean 
the amounts, certified by the developer and approved by the 
Commissioner, necessary to meet the reasonable and proper costs 
of, and to provide for, operating and maintaining the project, and 
to establish and maintain reasonable and proper reserves for 
repairs, maintenance, and replacements, and other necessary re- 
serves, and shall include necessary expenses for real-estate taxes, 
special assessments, premium charges made pursuant to this title, 
administrative and legal expenses, the annual rental under any 
lease pursuant to which the real property comprising the site of 
the project is held by the developer, insurance charges, together 
with such other expenses as the Commissioner shall determine 
to be necessary for the proper operation and maintenance of the 
project, but shall not include income taxes. 

“(i) ‘net income’ for any operating vear shall mean the gross 
income remaining after the payment of operating expenses. 

““(j) ‘annual debenture Se es a payment’ shall have the 
meaning asc ‘ribed to it in section 702 (a) hereof. 

‘(k) ‘annual return’ for any elaine: vear shall mean the net 
oan remaining after the payment of the principal of and the 
interest on the debentures issued by the developer in connec tion 
with the project required to be paid during such operating year.”’ 
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Sec. 2. Section 305 of the National Housing Act, as amended, is 
hereby amended 

(1) by adding in subsection (e) thereof after the word “‘eligi- 
bility’ a comma and the words “or debentures issued by a non- 
profit cooperative ownership housing corporation or a nonprefit 
cooperative ownership housing trust the permanent occupancy of 
the dwellings of which is restricted to the members of such corpo- 
ration or to the beneficiaries of such trust in respect of a housing 
project in connection with which the Commissioner has executed 
a commitment to insure or an insurance contract pursuant to 
title VII of this Act, as amended’’; and 

(2) by adding the following new subsection at the end of said 
section: 

“(¢) Notwithstanding any other provisions of this Act, the 
Association may exercise its powers to purchase and, upon 
authorization therefor by the President, to make commitments 
to purchase and to purchase debentures issued by a developer 
in respect of a housing project in connection with which the 
Kederal Housing Commissoner shall have executed a commitment 
to insure or an insurance contract pursuant to title VII of this 
Act, and there are hereby vested in the President powers in 
respect of authorizing the Association to make commitments to 
purchase and to purchase such debentures in all respects identical 
to the powers vested in the President by section 305 (a) hereof 
in respect of authorizing the Association to make commitments to 
purchase and to purchase mortgages.” 

Sec. 3. Section 305 (f) of the National Housing Act, as amended, is 
hereby amended by inserting after the words “Housing Amendments 
of 1955”. a comma and the words “or any debentures issued by a 
developer for housing contracted for by the Secretary of Defense or 
his designee pursuant to section 403 of the Housing Amendments of 
1955, as amended, and in respect of which the Federal Housing 
Commissioner has executed a commitment to insure or an insurance 
contract pursuant to title VII of this Act, as amended”’. 

Src. 4. Section 403 (a) of the Housing Amendments of 1955, as 
amended, is hereby amended by adding at the end thereof the follow- 
ing: ‘‘For the purposes of this section and section 405 of this Act, the 
term ‘mortgagor’ or ‘mortgagor corporation’ may include a developer 
financing such housing through the issuance of debentures in respect 
of which the Federal Housing Commissioner has executed a commit- 
ment to insure or an insurance contract pursuant to title VII of the 
National Housing Act, as amended.” 

Src. 5. Section 403 (c) of the Housing Amendments of 1955, as 
amended, is hereby amended 

(1) by inserting after the words “Housing Amendments of 
1955,” the words “or in respect of which the Federal Housing 
Commissioner has executed a commitment to insure or an 
insurance contract. pursuant to title VII of the National Housing 
Act, as amended,”’; 

(2) by striking out the words “and, upon the termination 
of such mortgage,’ and inserting the words “or during the life 
of the debentures issued by the developer in connection with 
such rroperty, end vpon terminatior of such mortgage or uron 
savment of such debentures, together with the interest thereon, 
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(3) by imserting after the word ‘notes’? a comma and _ the 
word “debentures’; and 

(4) by inserting after the word “Fund” the words ‘or the 
‘Debenture Financing Insurance Fund’ ”’. 

Sec. 6. Section 513 of the National Housing Act, as amended, is 
hereby amended by adding the following new subsection: 

“(k) A housing project in connection with which the Federal 
Housing Commissioner has executed a commitment to insure or an 
insurance contract pursuant to title VI of this Act shall be subject 
to the provisions of this section and for the purposes of this section 
the developer of such housing project shall be subject to all of the 
provisions thereof applicable to mortgagors in respect of multifamily 
housing subject to FHA insured mortgages.”’ 

Sec. 7. The first paragraph of subsection (c) of section 5 of the 
Home Owners’ Loan Act of 1933, as amended, is hereby amended (1) 
by striking out the word ‘or’ following the word “Bank” and pre- 
ceding the word ‘in’ and inserting in lieu thereof a comma, and (2 
by inserting after the word ‘‘Association” a comma and the following 
“or in debentures issued by a developer in respect of a housing project 
in connection with which the Federal Housing Commissioner has 
executed a commitment to insure or an insurance contract pursuant to 
title VII of the National Housing Act, as amended”’. 

Sec. 8. This Act may be referred to as the “Insured Debenture 
Financing Act”’. 








